
AppendixC
Barriers to Competition: Municipalities

1. The city of Chicago plans to "give its proposed ICivicNet" telecommunications
company substantial advantages that would not be available to other, privately
owned companies, including... access to city owned fiber and exclusive or
preferred access to city rights of way and the rights of way of private companies
required by contracts with the city to provide such access to the city.,,67

2. "In a new take on Internet taxation, Utah and other states plan to charge access
fees to companies laying cable for Internet and other telecommunications
services along interstate highways. Utah's Rights of Way Task Force earlier this
year recommended a one-time $500-per-mile charge for telecom firms installing
cable along right-of-way strips bordering interstates. But Utah governor Michael
Leavitt has rejected the recommendation and has publicly suggested an annual
fee of $1,000 per mile. Still, some observers in Utah say fees under consideration
run as high as $250,000 per mile.'t68

3. One ALTS member began negotiations for a municipal franchise in 1995. The
city in question demanded free fiber and a higher franchise than that of the ILEe.
Additionally, the city wanted the CLEC to construct a free city network which did
not coincide with the CLECs business or network plan. Negotiations lasted two
years and the CLEC was forced to abandon the market in 1997. Negotiations
covered thirty meetings which eventually included the CLECs Presiden~ and
outside counsel. Legal costs for the two years exceeded $100,000. The CLEC
went onto deploy service in two other cities in the State and seven additional
cities throughout the country during the timeframe in question. In early 2000,
the State government asked the CLEC why two cities in the State were built-out
while the other was not. After listening to the situation, the State convinced the
CLEC to return to the negotiating table in the middle of 2000. However, the
situation had not changed and the city continued to demand concessions not
required of the ILEe. The CLEC in question, should it receive non-discriminatory
approval from the city, intends to deploy an advanced fiber-optic network.

4. In 1999, the FCC struck down a Minnesota agreement which gave exclusive
access to the developer of the interstate highway rights-of-way for 10 years. In
return, the developer would have constructed 1,900 miles of fiber-optic cabling
throughout the State and provided the State with a portion of the capacity. The
FCC noted that the State's action, effectively granting an exclusive license to the
Developer, appear[ed] fundamentally inconsistent with the primary goal of [The
Act], to replace exclusivity with competition." Such an agreement would have
essentially barred access to highway rights-of-way by competitive carriers for a
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decade. ClECs would have been beholden to a carrier with monopoly control
over State rights-of-way.69

5. In Tennessee, TCG, MCI and BellSouth complained that the franchise fees and
compensation required of carriers violated The Act. The federal district court
issued a decision, in which it held that the City of Chattanooga had no authority
under state law to impose franchise fees, because such imposition was either a
prohibited form of taxation or an unlawful rent not supported by the police
power. 70

6. In Michigan, TCG alleged that the City of Detroit had violated §253, among other
ways, by failing to impose on Ameritech the same ordinance and franchise
obligations that the City sought to impose on TCG. The court first, while
rejecting the argument that exact parity was required in the terms of the
franchises imposed on the IlEC and ClEC, held that §253 obligated the City to
impose "comparable" franchise obligations on TCG and Ameritech.71
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David A. Wolcott is Director, Public Policy Research for the Association. In this capacity, Mr.
Wolcott conducts industry research to support the CLEC industry on Capitol Hill, before the
FCC and in the public policy arena.

Prior to joining ALTS, Mr. Wolcott was a consultant in the international telecommunications
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Trade Organization's (WTO)72 General Agreement on Telecommunications Services. Mr.
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in the Americas, Asia and Europe. Mr. Wolcott also interacted with the various international
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, etc.) that oversee international telecommunications policy.

Prior to entering the telecommunications industry, Mr. Wolcott was employed in the
educational field in the United Kingdom, Japan and Richmond, VA.

Mr. Wolcott holds a Master of Arts degree in International Trade Policy from George Mason
University's (GMU) International Institute in Arlington, VA. He earned his Bachelor of Arts
degree in International Affairs with a concentration in Economics from James Madison
University (JMU) in Harrisonburg, VA.

Association for Local Telecommunications Services (ALTS)

ALTS is the leadipg national industryassociation' whose mission is to promote 'facilities-based
local telecommunications competition. Created in 1987,ALrS is headquartered in
Washington, DC and now represents more than 200 companies that build, own, and operate
competitive networks - CLECs that are facilities-based ALTS was founded to harness the
shared energy and vitality of the new local competitors and to help ensure that the 1996
Telecom Act is fully implemented and enforced..
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